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the loan. The entire loan will be se-
cured by the same security with equal
lien priority for the guaranteed and
unguaranteed portions of the loan. The
unguaranteed portion of a loan will
neither be paid first nor given any pref-
erence or priority over the guaranteed
portion of the loan.

(c) Copies of all forms, regulations,
and Instructions referenced in this sub-
part are available in any Agency office.
Whenever a form is designated in this
subpart, that designation includes
predecessor and successor forms, if ap-
plicable, as specified by the field or Na-
tional Office.

§4287.102

The definitions and abbreviations
contained in §4279.2 of subpart A of
part 4279 of this chapter apply to this
subpart.

Definitions.

§4287.103 Exception authority.

Section 4279.15 of subpart A of part
4279 of this chapter applies to this sub-
part.

§8§4287.104-4287.105 [Reserved]

§4287.106 Appeals.

Section 4279.16 of subpart A of part
4279 of this chapter applies to this sub-
part.

§4287.107

The lender is responsible for serv-
icing the entire loan and for taking all
servicing actions that a prudent lender
would perform in servicing its own
portfolio of loans that are not guaran-
teed. The Loan Note Guarantee is un-
enforceable by the lender to the extent
any loss is occasioned by violation of
usury laws, use of loan funds for unau-
thorized purposes, negligent servicing,
or failure to obtain the required secu-
rity interest regardless of the time at
which the Agency acquires knowledge
of the foregoing. This responsibility in-
cludes but is not limited to the collec-
tion of payments, obtaining compli-
ance with the covenants and provisions
in the Loan Agreement, obtaining and
analyzing financial statements, check-
ing on payment of taxes and insurance
premiums, and maintaining liens on
collateral.

Routine servicing.

§4287.112

(a) Lender reports and annual renewal
fee. The lender must report the out-
standing principal and interest balance
on each guaranteed loan semiannually
using a USDA-approved status report
or other approved format. The lender
will transmit the annual renewal fee to
the Agency simultaneously with the
December 31 semiannual status report
in accordance with 7 CFR part 4279,
subpart B, §4279.107.

(b) Loan classification. Within 90 days
of receipt of the Loan Note Guarantee,
the lender must notify the Agency of
the loan’s classification or rating
under its regulatory standards. Should
the classification be changed at a fu-
ture time, the Agency must be notified
immediately.

(c) Agency and lender conference. At
the Agency’s request, the lender will
meet with the Agency to ascertain how
the guaranteed loan is being serviced
and that the conditions and covenants
of the Loan Agreement are being en-
forced.

(d) Financial reports. The lender must
obtain and forward to the Agency the
financial statements required by the
Loan Agreement. The lender must sub-
mit annual financial statements to the
Agency within 120 days of the end of
the borrower’s fiscal year. The lender
must analyze the financial statements
and provide the Agency with a written
summary of the lender’s analysis and
conclusions, including trends,
strengths, weaknesses, extraordinary
transactions, and other indications of
the financial condition of the borrower.
Spreadsheets of the new financial
statements must be included.

(e) Additional expenditures. The lender
will not make additional loans to the
borrower without first obtaining the
prior written approval of the Agency,
even though such loans will not be
guaranteed.

[61 FR 67648, Dec. 23, 1996, as amended at 70
FR 57486, Oct. 3, 2005]

§§4287.108-4287.111

§4287.112 Interest rate adjustments.

(a) Reductions. The borrower, lender,
and holder (if any) may collectively
initiate a permanent or temporary re-
duction in the interest rate of the
guaranteed loan at any time during the

[Reserved]
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